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ACCOUNTI NG PRI NCI PLES AND STANDARDS HANDBOOK

CHAPTER 8. ASSETS

Section 1.0 Gener al

The accounting system shall recognize and record assets at

full cost. The full cost of assets acquired shall include the
ampunts paid to acquire them including transportation,
installation, and related costs of obtaining the assets in
their current formand place. Seized property should be
recorded at its fair market value or some other reasonable
estimate, with an offsetting liability until a determ nation
about its disposition has been made.

Section 2.0 Authority

The policies and procedures contained in this chapter are
i ssued pursuant to:

a. FASAB Statenents of Federal Financial Accounting
St andar ds ( SFFAS) :

0 SFFAS No. 1 - "Accounting for Selected Assets
and Liabilities";

0 SFFAS No. 2 - "Accounting for Direct Loans and
Loan Guar ant ees";

0 SFAAS No. 3 - "Accounting for Inventory and
Rel at ed Property";

0 SFFAS No. 6 - "Accounting for Property, Plant,
and Equi pnent";

0 SFFAS No. 7 - "Accounting for Revenue and O her
Fi nanci ng Sources"; and

b. GAO Policy and Procedures Manual for Gui dance of
Federal Agencies, Title 2, "Accounting."

Section 3.0 Definition and Classification

GAO defines an asset as "any item of econom c val ue owned by a
governnmental unit." An asset has three essenti al
characteristics:

a. It enbodies a probable future benefit that
i nvol ves a capacity, singly or in conmbination with


http://www.osec.doc.gov/ofm/acctg/sffas-1.pdf
http://www.osec.doc.gov/ofm/acctg/sffas-2.pdf
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http://www.osec.doc.gov/ofm/acctg/sffas-7.pdf

ot her assets, to contribute to future operations
of the Governnent.

b. The entity can obtain the benefit fromit and
control access to it.

c. The transaction or other events giving the agency
the right to or control of the asset has al ready
occurred.

An asset can be classified as entity or non-entity asset.
Entity assets are assets which are available for use by the
reporting entity. Non-entity assets are assets that are held
and managed by the reporting entity but are not avail able for
use in its operations.

I ntra-governnental assets arising fromclains of Federa
entity against other Federal entities are reported separately
from assets that arise fromtransacti ons between the Federal
Governnment and non- Federal entities. The term "non- Feder al
entities" enconpasses the Federal Reserve and Governnent -
Sponsored Enterprises. Non-Federal entities also include
donmestic and foreign persons or organi zations.

Section 4.0 Requirenents

The general | edger and subsidiary | edger accounts need to be
sufficiently detailed to provide the categories of assets
needed for reports. Asset accounts nust be reviewed and
verified as prescribed in the schedule of reconciliations

| ocated in

Chapter 6, Section 6.04.

Section 5.0 Basis for Recording

All assets acquired shall be recorded at full cost. Full cost
i ncludes the foll ow ng:

a. Anounts paid to vendors;
b. Transportation charges;
c. Handling and storage costs;

d. Labor and other direct or indirect production
costs;
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e. Engineering, architectural, and other outside
services for designs, plans, specifications, and
surveys;

f. Acquisition and preparation costs of |and,
bui | di ngs, and other facilities;

g. Labor, materials, supplies, and other direct
char ges;

h. An appropriate share of the cost of the equi pnment
and facilities used in construction work;

i . Fixed and novabl e equi pnent and rel ated
installation costs required for activities in a
buil ding or facility;

j . Inspection, supervision, and adm nistration of
construction contracts and constructi on work;

k. Legal and recording fees and damage cl ai ns;
|. Fair value of land, facilities, utilities, |abor,
materials, supplies, services, and equi prment
donated to the Governnent; and
m Material anpunts of interest costs paid.
Full cost is to be recorded net of purchase di scounts taken.
Purchase discounts |ost and | ate paynent penalties shoul d not
be included as cost of assets, but should be recogni zed as
operating expenses.

Section 6.0 Standards

.01 Fund Bal ance with Treasury and Cash

Bal ances nust include anmobunts of avail abl e expenditure
aut hori zations as shown by the reporting entity's
accounts with Treasury and as reported on Treasury's
Fi nanci al Managenent Service (FMS) Form 6653,

Undi sbursed Appropriation Accounts. Cash represents
all other cash, currency, bank, and other financial
institution account bal ances, as well as inprest

funds.
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a. Fund Bal ance with Treasury

A Federal entity's Fund Bal ance with the Treasury
is the aggregate amount of funds in the entity's
accounts with Treasury for which the entity is
aut hori zed to make expendi tures and pay
liabilities.

A Federal entity's Fund Bal ance with Treasury

i ncludes cl earing account bal ances and the doll ar
equi val ent of foreign currency account bal ances.
Forei gn currency account bal ances with Treasury
shoul d be reported in U. S. dollars at exchange
rates determ ned by the Treasury and effective at
the financial reporting date. A Federal entity's
Fund Bal ance with Treasury al so includes bal ances
for direct |loan and | oan guarantee activities held
in the credit reform program financing, and

| i qui dating accounts. An entity's Fund Bal ance
with Treasury does not include contract authority
or unused authority to borrow.

b. Cash

Cash, including inprest funds, should be
recogni zed as an asset. Cash consists of:

1. Coins, paper currency and readily negotiable
instrunments on hand or in transit for deposit;
and

2. Anpbunts on demand deposit with banks or other
financial institutions.

nore details, refer to SFFAS #1, Secs. 27-38 at
follow ng I nternet address:

http://ww. osec. doc. gov/ of n f asab/ st nt nol. doc

Account s Recei vabl e

Accounts receivable represent anounts due from ot hers,
generally within the 12 nonths follow ng the reporting
peri od, and are accounted for as assets fromthe tine

t he

events giving rise to such clains are conpleted or


http://www.osec.doc.gov/ofm/acctg/sffas-1.pdf
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until funds are coll ected, or determ ned to be
uncol | ecti bl e.

a. Due From Federal Agencies

Current and non-current receivables due from ot her
Gover nnment agenci es, exclusive of advances.

b. Due Fromthe Public

Current and non-current accounts receivable
arising fromthe sale of goods or services and

ot her receivables owed the Governnment from current
operations involving the public.

c. All owances

The anmpunt in the account titled All owance for
Doubt f ul Accounts.

For nore details, refer to SFFAS #1, Secs. 40-56 at
the follow ng Internet address:

http://ww. osec. doc. gov/ of m fasab/ st nt nol. doc

I nterest Recei vabl e

I nterest receivabl e should be recogni zed for the
amount of interest income earned but not received for
an accounting period. Interest income should be
recogni zed when earned on interest-bearing securities,
out st andi ng accounts receivable, and other U S.
Governnment cl ai ns agai nst persons and entities in
accordance with

31 U S.C. Sec. 3717, Interest and Penalty Cl ai ns.

No i nterest should be recogni zed on accounts
recei vabl e or investnents deemed uncol |l ecti ble unless
it is actually coll ected.

For further details, refer to SFFAS No. 1, AAccounti ng
for Selected Assets and Liabilities@ Sec. 53-56 at the
follow ng Internet address:

http://ww. osec. doc. gov/ of M fasab/ st nt nol. doc
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. 04 Advances and Prepaynents

. 05

Advances and prepaynents represent all paynents nade
in advance of the receipt of goods or services.
Advances to others are recorded as asset accounts
representing expenditures in contenplation of goods,
services, or other assets. When goods or services
have been received or contract terns met, the expense
incurred or asset received is recognized and the
advances or prepaynents reduced. Advances and
prepaynments to others nust be distinguished from
advances and prepaynents (deferred credits) from
others which are liability accounts recorded in the
general | edger for nonies received but not yet earned.

For further details, refer to SFFAS #1, Secs. 57-61 at
the follow ng Internet address:

http://ww. osec. doc. gov/ of n f asab/ st nt nol. doc

For advance paynents to grant recipients, see GAO
Policy and Procedures Manual for Guidance of Federal
Agencies, Title 2, Sec. GlO, AG ants and Cooperative
Agreenents, § and DOCs Cash Managenent Policies and
Procedures Handbook, Ch. 5.

I nventory and Rel ated Property

I nventory and rel ated property consi st of several
types of tangible property, other than long termfi xed
assets, held by the Departnment of Comrerce. |In nornal
practice, these assets are "inventoried" for use or
sale in an accounting period other than the period in
whi ch they are purchased, or otherw se acquired. The
Six categories represent the different types of
inventory and rel ated property to be accounted for and
reported upon in the reporting entity's financi al
statenments. They consist of:

| nvent ory

Operating materials and supplies
St ockpile materials

Sei zed and forfeited property
Forecl osed property

OO OO OO


http://www.osec.doc.gov/ofm/acctg/sffas-1.pdf
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C Goods held under price support and stabilization
program

| nventory (i.e., itenms held for sale)

I nventory is tangi bl e personal property that is
(1) held for sale, (2) in the process of
production for sale, or (3) to be consuned in the
production of goods for sale or in the provision
of services for a fee. The term "held for sale"
shall be interpreted to include itens for sale or
transfer to entities outside the Federal
Government, or other Federal entities. The
princi pal objective of the sale or transfer of
inventory is to provide a product or service for a
fee that generally recovers full cost or an

i dentified portion of the cost. "O her Federal
entities" may include entities within the sane

or gani zati on/ agency.

I nventory shall be categorized as (1) inventory
held for sale, (2) inventory held in reserve for
future sale, (3) excess, obsolete and

unservi ceabl e inventory, or (4) inventory held for
repair.

(1) Inventory held for sale

I nventory held for sale shall be val ued at

hi storical cost (the |atest acquisition cost

met hod shoul d not be used), and shall be

recogni zed when title passes to the purchasing
entity or when the goods are delivered to the
purchasing entity. Upon sale (when the title
passes or the goods are delivered) or upon use
in the provision of a service, the related
expense shall be recognized and the cost of

t hose goods shall be renoved frominventory.
Delivery or constructive delivery shall be based
on the terns of the contract regardi ng shipping
and/or delivery. Cost of inventories includes
all anmounts paid or payable, except interest, to
bring the goods to their present condition and

| ocation. Any abnormal costs, such as excessive
handl ing or rework costs, shall be charged to
operations of the period. Donated inventory and
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i nventory acquired through exchange of
nonnmonet ary assets shall be valued at the fair
val ue of the asset received at the tine of
receipt. Any differences between the recorded
ampunt of the asset surrendered and the fair
val ue of the asset received shall be recognized
as a gain or a |oss.

The first-in, first-out (FIFO, weighted
average, or noving average cost flow assunptions
may be applied in arriving at the historical
cost of ending inventory and cost of goods sol d.
I n addition, any other valuation nmethod may be
used if the results reasonably approxi mate those
of one of the above historical cost nethods
(e.g., a standard cost systen).

(2) Inventory held in reserve for future sale

I nventory held in reserve for future sale
consists of inventory stocks maintained because
they are not readily available in the market or
because there is nore than a renote chance t hat
they will eventually be needed. |Inventory held
in reserve for future sale shall be val ued at

hi storical cost.

(3) Excess, obsolete and unserviceable inventory

"Excess inventory" is inventory that exceeds
expected demand in the normal course of
operations, but which does not neet nanagenent's
criteria to be held in reserve for future sales.
"Qbsol ete inventory" is inventory which is no
| onger needed due to changes in business
operations, technol ogy, or other factors.
"Unserviceable inventory" is damaged inventory
that is nore econom cal to dispose of than to
repair.

Excess, obsolete and unserviceable inventory
shall be valued at its expected net realizable
value. The difference between the carrying
amount of the inventory and its expected net
reali zabl e value shall be recognized as a | oss
(or gain).
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(4) Inventory held for repair

| nventory held for repair shall be val ued using
the all owance nethod. Under the all owance

met hod, inventory held for repair is valued at
the same value as a serviceable item However
an all owance for the expected repairs shall be
established. The annual (or other period)
credit(s) required to bring the repair allowance
to the current estimated cost of repairs shal
be recogni zed as current period operating
expenses. As the repairs are nade the cost of
repairs shall be charged (debited) to the

al | owmance for repairs account.

Operating Materials and Supplies

Operating materials and supplies consist of

t angi bl e personal property to be consuned in
normal operations. Operating materials and
supplies shall be categorized as (1) operating
materials and supplies held for use, (2) operating
mat erials and supplies held in reserve for future
use, or (3) excess, obsolete and unservi ceable
operating materials and supplies.

The consunption nmethod of accounting for the
recognition of expenses shall be applied for
operating materials and supplies. Operating

mat eri als and supplies shall be recognized and
reported as assets when produced or purchased.
Purchased is defined as when title passes to the
purchasing entity. The cost of goods shall be
removed from operating materials and supplies and
reported as an operating expense in the period
they are issued to an end user for consunption in
normal operations. |If (1) operating materials and
supplies are not significant anounts, (2) they are
in the hands of the end user, or (3) it is not
cost-beneficial to apply the consunmption nmet hod,
then operating materials and supplies my be
expensed when purchased.

(1) Operating materials and supplies held for use




(2)

(3)

8- 10 Revi sed, TM A-02 (4/00)

Operating materials and supplies held for use
shal |l be valued at historical cost, which

i ncludes all appropriate purchase and production
costs incurred to bring the itens to their
current condition and | ocation. Any abnor nal
costs, such as excessive handling or rework
costs, shall be charged to operations of the
peri od.

Operating materials and supplies either donated
or acquired through exchange of nonnonetary
assets shall be valued at the fair value of the
asset received at the tine of receipt. Any

di fference between an asset surrendered and the
fair value of the asset received shall be
recogni zed as a gain or a |oss.

Operating materials and supplies held in
reserve
for future use

Operating materials and supplies held in reserve
for future use consists of operating materials
and supplies nmaintai ned because they are not
readily available in the market or because there
is nmore than a renote chance that they wl|
eventually be needed. Operating materials and
supplies held in reserve for future use shall be
val ued at historical cost.

Excess, obsol ete and unservi ceabl e operati ng
mat eri al s and supplies

Excess operating materials and supplies are
operating materials and supplies which exceed
expected demand in the normal course of
operations, but which do not neet the criteria
to be held in reserve for future use. Obsolete
operating materials and supplies are operating
mat eri al s and supplies which are no | onger
needed due to changes in business operations,
technol ogy, or other factors. Unserviceable
operating materials and supplies are operating
mat eri al s and supplies that are physically
damaged and cannot be consuned in operations.
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Such operating materials and supplies shall be
val ued at their estimated net realizabl e val ue.
The difference between the carrying anount of
the operating materials and supplies and their
estimted net realizable value shall be

recogni zed as a loss (or gain).

Stockpile Materials

Stockpile materials are strategic and critical
materials held due to statutory requirenents for
use in national defense, conservation or national
enmergencies. They are not held with the intent of
selling in the ordinary course of business. |If
stockpile materials are authorized to be sold,

t hose materials shall be disclosed as stockpile
materials held for sale. Any difference between
the carrying amount of the stockpile materials
held for sale and their estimated selling price
shal |l be disclosed.

The consunption nmethod of accounting for the
recognition of expense shall be used. Stockpile
materials shall be valued on the basis of

hi storical cost. Exception: the carrying anmunt
of materials that have suffered (1) a pernmanent
decline in value to an anount | ess than their cost
or (2) damage or decay shall be reduced to the
expected net realizable value of the materials.
The decline in value shall be recognized as a | oss
or an expense in the period in which it occurs.

Hi storical cost shall include all appropriate
purchase, transportation and production costs
incurred to bring the itenms to their current
condition and | ocation. Any abnormal costs, such
as excessive handling or rework costs, shall be
charged to operations for the period. The
first-in, first-out (FIFO; weighted average; or
novi ng average cost flow assunptions shall be
applied in arriving at the historical cost of
stockpile materials. In addition, any other

val uation nethod may be used if the results
reasonably approxi mate those of one of the above
hi storical cost nethods (e.g., a standard cost or
| at est acqui sition cost system).
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d. Seized and Forfeited Property

As a consequence of various |laws, certain property
I's seized by authorized | aw enforcenment agenci es.
In sone instances, there may be as many as three
government entities involved with seized property.
The first is the seizing agency. Second, the
sei zing agency may turn the property over to a
custodi al agency. Third, financial records may be
mai nt ai ned by a "central fund" created to support
the seizure activities of nultiple agencies.
Alternatively, the seizing agency may carry out
one or both of the custodial agency or central
fund rol es.

The sei zed assets may be subsequently forfeited to
t he governnment, where it may be sold, converted
for use by the governnent, or transferred to other
governnmental entities. Since property is first
seized, then forfeited, these occurrences are
accounted for separately.

(1) Seized property

Sei zed property includes nonetary instrunents,
real property and tangi bl e personal property of
others in the actual or constructive possession
of the custodial agency. Seized property shal
be accounted for in the financial records of the
entity that is operating as the central fund.

Sei zed nonetary instrunments shall be recognized
as sei zed assets when seized, and val ued at
their market value. |In addition, a liability
shal | be established in an anmpbunt equal to the
sei zed asset value. Seized property other than
nmonetary instrunments shall be disclosed in the
f oot notes. Seized property shall be val ued at
its market val ue when seized or, if market val ue
is not readily determ nable, as soon thereafter
as reasonably possible. |[If no active market
exists for the property in the general area in
which it was seized, a value in the nearest
princi pal market shall be used.
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(2) Forfeited property

Forfeited property consists of (1) nonetary
instrunents, intangible property, real property,
and tangi bl e personal property acquired through
forfeiture proceedings; (2) property acquired by
the governnment to satisfy a tax liability; and
(3) uncl ai mred and abandoned nerchandi se.

Monetary instruments shall be reclassified from
sei zed nonetary instrunments to forfeited
nonetary instruments when forfeited. Monetary
instrunents shall be valued at their market

val ue when a forfeiture judgnment is obtained.
When the asset is recorded, revenue shall be
recogni zed in an anount equal to the val ue of
the nonetary instrunent and the associ ated
liability shall be renoved.

| ntangi bl e property, real property and tangible
personal property shall be recorded with an
of fsetting deferred revenue when forfeiture
judgnment is obtained. Unclainmed and abandoned
nmer chandi se shall be recorded with an offsetting
deferred revenue when statutory and/or
regul atory requirenents for forfeiture have been
met. The property shall be valued at its fair
value at the tinme of forfeiture. An offsetting
al l owance shall be established for the anount of
any expected paynents to third-party claimnts.
Revenue fromthe sale of forfeited property
shal | be recogni zed when the property is sold.

When a determ nation is nmade that property wll
not be held for sale, the property shall be
reclassified as forfeited property held for
donation or use. Revenue associated with
property not di sposed of through sale shall be
recogni zed upon approval of distribution and the
previously established deferred revenue shall be
reversed.

Forfeited property that cannot be sold due to
|l egal restrictions (i.e., guns or drugs) shal
be disclosed in the Notes to the Principal
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St atenents; however, no financial value shall be
recogni zed for these itens.

Forecl osed Property

The term "forecl osed property” neans any asset
received in satisfaction of a | oan receivable or
as a result of paynent of a claimunder a
guaranteed or insured loan. All properties

i ncluded in forecl osed property are assuned to be
held for sale. Separate provisions will be

mai nt ai ned for pre-1992 forecl osed property and
post-1991 forecl osed property. "Pre-1992

forecl osed property"” refers to property associ ated
with direct |oans obligated or | oan guarantees
committed before October 1, 1991. "Post-1991
forecl osed property" refers to property associ ated
with direct |oans obligated and | oan guarantees
commtted after Septenmber 30, 1991. This
distinction is necessary because for budget

pur poses, the cash fl ows associated with post-1991
direct | oans and | oan guarantees, including the
cash flows associated with post-1991 forecl osed
property, must be neasured on a present val ue

basi s.

Post- 1991 forecl osed property is valued at the net
present val ue of the projected future cash fl ows
associated with the property. Pre-1992 forecl osed
property is recorded at cost and adjusted to the

| ower of cost or its net realizable value; any
difference is carried in an all owance account.

Net Present Value: The first step in determ ning
net present value is projecting the future cash
flows associated with the property. This
projection shall include estimates of (1) sales
proceeds, (2) rent, managenent expense, and
repair costs during the hol ding period, and (3)
selling expenses. In estimting the sales
proceeds, the entity's historical experience in
selling property and the nature of the sale
shal |l be considered. For instance, market val ue
based on sal es between willing buyers and

sell ers may not be appropriate for properties to
be di sposed of in a forced or |iquidation sale.
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If the entity has historically been unable to
realize the fair value of property, this shal
be considered in estimating sal es proceeds.

The second step is to discount these cash flows
to their present value. The discount rates used
shall be the same rates that were used to

di scount the cash flows of the related | oans or
guarantees. Follow ng forecl osure, the net
present value shall be adjusted periodically to
recogni ze both changes in the expected future
cash flows and for accrual of interest due to

t he passage of tine. Any adjustnents to the
carrying ampunts shall be included in the
presentation of "interest income" and the
reestimate of "subsidy expense.”

Net Real i zable Value: The expected net

reali zabl e value shall be based on an estimate
of the market value of the property adjusted for
any expected | osses and any other costs of the
sale. If the expected net realizable value is

| ess than the cost,! a | oss has occurred. This

| oss shall be charged to operations, and a

val uation allowance shall be established. |If
the asset's net realizable val ue subsequently

i ncreases or decreases, this anount shall be
credited or charged to results of operations and
t he val uation all owance adjusted. However, the
asset value shall not be adjusted above cost.

! Cost is the carrying amount of the loan at the tine of foreclosure or, for a

| oan guarantee, the amount of the claimpaid. Note that the relevant "carryi ng anount"”
is the portion of the loan or | oan guarantee being witten-off as a result of
foreclosure. |In sone instances (e.g., loans with recourse), the entity may seek

to recover |osses fromother sources followi ng foreclosure. Any portion of the |oan or
| oan guarantee expected to be recovered in the future would not be included in the
carrying amount for determining | osses at the time of foreclosure
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If foreclosed property is taken subject to clains,
t hese clains shall be accounted for in an

al | owance account. For post-1991 forecl osed
property, these clains shall be recorded at their
net present value at the time of foreclosure. Any
periodi c changes in the net present value shall be
of fset by a charge to "interest incone" and the
reestimate of "subsidy expense,"” as appropriate
under the standards for direct |oans and | oan

guar antees. For pre-1992 forecl osed property,

t hese clains shall be recorded at the expected
amount of the cash required to settle the clains.

Any recei pts or disbursenments associated with
acqui ring and hol di ng post-1991 forecl osed
property shall be charged or credited to

forecl osed property. This shall include rental
recei pts, mai ntenance and repair expense,
advertising costs, and any other elenents of the
proj ected cash flows considered in arriving at the
net present val ue.

Upon sal e, any difference between the net carrying
amount of foreclosed property and the net proceeds
of the sale shall be recognized as a conponent of
operating results. For post-1991 forecl osed
property, interest incone shall be accrued from
the previous periodic adjustnment in the carrying
amount up to the sale date. The difference

bet ween the adjusted carrying ambunt and the net
sal es proceeds shall be recognized as a reestinate
of "subsidy expense."” For pre-1992 foreclosed
property, this difference shall be recognized as a
gain or a loss on the sale of foreclosed property.

For nore information on accounting for foreclosed
property, see SFFAS No. 2, AAccounting for Direct
Loans and Loan Guarant ees@ Secs. 57-60 at the
follow ng I nternet address:

http://ww. osec. doc. gov/ of m fasab/ st nt no2. doc

Goods Hel d Under Price Support and Stabilization
Pr ogr ans
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Goods acquired under price support and
stabilization prograns are referred to as
comodities. "Commodities" are itens of comerce
or trade having an exchange value. They are
acqui red, held, sold, or otherw se disposed of to
hel p satisfy econom c goals. In conducting price
support operations, noney is frequently disbursed
in the form of nonrecourse | oans. Recipients of
t hese | oans pl edge specific farmcomodities as
col lateral for the |oans and have the option of
repayi ng the loans or surrendering the commodities
i n exchange for the outstandi ng | oan bal ance.

An entity may al so acquire commodities under a
purchase agreenment. A purchase agreenent gives

t he producer the option to sell commbdities to the
Commodity Credit Corporation (CCC) and receive
full payment for the commodity at the price
support rate. Because nonrecourse |oans and
purchase agreenments are closely associated with

t he acquisition of the actual commodities, the
three conponents of the price support program are
addressed in this section.

Nonr ecourse | oans shall be recogni zed as assets
when the | oan principal is disbursed. They shal

be val ued at the |oan anobunt. Losses on
nonrecourse | oans shall be recognized when it is
nore |ikely than not that the |loans will not be

totally collected. The |Ioan anobunt shall be
preserved in the asset account as the gross val ue
of the loan, with an offsetting all owance set up
to reduce the gross value to its expected net
realizabl e val ue.

Purchase agreement settlenments are executed at the
option of the producer (seller). At financial
statenment dates a | oss shall be recognized if
information indicates that it is probable that a

| oss has been incurred, and the | oss can be
reasonably neasured or estimated. The liability
for | osses on purchase agreenents shall be val ued
at the net of the contract price and the net
realizabl e value of the commodities described in

t he purchase agreenent.
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Commodities shall be recognized as assets upon the
producer's surrender of title to satisfy
nonrecourse debts or upon purchase by the entity.
Al commodities shall be valued at the | ower of
cost or net realizable value. Revenue shall be
recogni zed upon the sale of conmmmodities, with the
correspondi ng carrying anount of the commdities
sol d being reported under cost of goods sold. The
cost of commpdities acquired via a nonrecourse

|l oan is the amount of the | oan principal plus
other costs incurred in taking title to the
commodities. The cost of commpdities acquired via
a purchase agreenent is the unit price in the
purchase agreenment nmultiplied by the nunber of
units purchased by the CCC, plus other costs
incurred in taking title to the commdities.

For further details refer to SFFAS #3, "Accounti ng
for Inventory and Rel ated Property” at the
follow ng I nternet address:

http://ww. osec. doc. gov/ of m fasab/ st nmt no3. doc

.06 I nvestnents in Treasury Securities

Scope. This standard applies to investnents by
Federal entities in Treasury securities, including (a)
non- mar ket abl e par val ue Treasury securities, (b)

mar ket - based Treasury securities expected to be held
to maturity, and (c) marketable Treasury securities
expected to be held to maturity. This standard does
not apply to investnents by Federal entities in
securities (debt and equity) and other financi al
instrunents issued by other than the U S. Treasury.

Non- mar ket abl e par value Treasury securities are
speci al series debt securities that the U S. Treasury
i ssues to Federal entities at face value (par value).
The securities are redeenmed at face val ue on demand,

thus investing entities recover the full anmounts

I nvest ed.

Mar ket - based Treasury securities are debt securities
that the U S. Treasury issues to Federal entities

wi t hout statutorily determ ned interest rates.

Al t hough the securities are not marketable, their



http://www.osec.doc.gov/ofm/acctg/sffas-3.pdf
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terms (prices and interest rates) mrror the terns of
mar ket abl e Treasury securities.

Mar ket abl e Treasury Securities, including Treasury
bills, notes, and bonds, are initially offered by
Treasury to the marketplace and can then be bought and
sold on securities exchange markets. Their bid and
ask prices are publicly quoted by the marketpl ace.

Treasury securities expected to be held to maturity.
Asi de from non-nar ket abl e par val ue Treasury
securities, this standard applies to market-based and
mar ket abl e Treasury securities that are expected to be
held to maturity. An investnent in securities is
"expected to be held to maturity” only if the
investing entity has the intent and ability to hold
those securities to maturity. An investnent in
Treasury securities should not be considered as
"expected to be held to maturity” if the investing
entity is likely to sell the securities in response to
short-term cash needs, changes in market interest
rates, or for other reasons.

Separate accounting and reporting for Federal and non-
Federal securities. |Investnents of a Federal entity
in U S. securities (securities issued by Treasury and
Federal agencies) are intra-governmental investnents.
These U.S. securities also represent intra-
governnmental liabilities of the Treasury Departnment of
ot her Federal entities that issue the securities.

I nvestnments in securities issued by the U S. Treasury
or other Federal entities should be accounted for and
reported separately frominvestnents in securities

i ssued by non-Federal entities.

Initial recording. The three types of Treasury
securities covered by this standard (non-marketable
par val ue Treasury securities, market-based Treasury
securities expected to be held to maturity, and

mar ket abl e Treasury securities expected to be held to
maturity) should be recognized at their acquisition
cost. If the acquisition is nmade in exchange for
nonnonetary assets, the acquired securities should be
recogni zed at the fair market value of either the
securities acquired or the assets given up, whichever
is nore definitively determ nable.
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If the acquisition cost differs fromthe face (par)
val ue, the security should be recorded at the

acqui sition cost, which equals the security's face
val ue plus or mnus the prem um or discount on the

i nvestnent. A discount is the excess of the
security's face anmobunt over its purchase price. A
premumis the excess of the purchase price over the
security's face value. The balance in the valuation
account is treated as a contra account to the debt
security.

Val uati on subsequent to acquisition. Subsequent to

their acquisition, investnments in Treasury securities
shoul d be carried at their acquisition cost, adjusted
for anortization, if appropriate, as explained bel ow.

I f an anmount of prem um or discount exists, the
carrying amount of the investnents should be adjusted
in each reporting period to reflect the anortization
of the prem um or the discount. Prem unms and

di scounts should be anortized over the life of the
Treasury security using the interest method. Under
the interest nethod, the effective interest rate (the
actual interest yield on amounts invested) multiplied
by the carrying anount of the Treasury security at the
start of the accounting period equals the interest

i ncone recogni zed during the period (the carrying
anmount changes each period by the anount of the
anortized discount or premunm. The amount of
anortization of discount or premumis the difference
bet ween the effective interest recognized for the
period and the nom nal interest for the period as
stipulated on the Treasury security.

Di scl osure of market value. For investnents in

mar ket - based and nmar ket able Treasury securities, the
mar ket val ue of the investnments should be discl osed.
For purposes of determ ning a market val ue,

i nvest nents should be grouped by type of security,
such as marketable or market-based Treasury
securities. The market value of investnments in a
group is calculated by the market price of securities
of that group at the financial reporting date

mul tiplied by the nunber of notes or bonds held at the
financial reporting date.
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I nvestnent reclassification. In rare instances,

signi ficant unforeseeable circunstances nay cause a
change in an entity's intent or ability to hold to
maturity certain securities that are initially
classified as expected to be held to maturity. In
these circunstances, the affected securities should be
reclassified as securities available for sale or early
redenption. Once a security is reclassified, it is no
| onger subject to this standard.

For additional information concerning investnents, see
St at ement of Federal Financial Accounting Standards
(SFFAS) No. 1, "Accounting for Selected Assets and
Liabilities", Secs. 62-73 at the follow ng Internet
addr ess:

http://ww. osec. doc. gov/ of m fasab/ st nol. doc

Loans Recei vabl e

Loans receivable include the total of direct |oans and
acqui red defaulted guaranteed | oans due fromthe
public for a pre-FY 1992 direct |oan, and acquired

def aul ted guaranteed | oans, as evidenced by | oan or
note agreenents, net of allowances for uncollectible

| oans. For direct |oans and acquired defaulted
guaranteed | oans made in FY 1992, and subsequent

years, the total ampbunts due are offset by the net
cost of the present value of the interest rate
differential, expected delinquencies and defaults, and
fees associated with these | oans. The anmount recorded
i ncludes interest accrued, even if |oan paynents are
not received until the related debt is officially
declared to be in default. Loans receivable also nay
ari se from other Federal agencies and are treated as

I ntra-governnmental itens.

The amounts reported as non-federal | oans receivable,
net, shall agree and be supplenmnented with information
requi red on the SF 220-8, Direct and Guaranteed Loans
Reported by Agency and Program Due from the Publi c,
and the SF 220-9.


http://www.osec.doc.gov/ofm/acctg/sffas-1.pdf
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For further information, refer to SFFAS #2,
"Accounting for Direct Loans and Loan Guarantees" at
the follow ng I nternet address:

http://ww. osec. doc. gov/ of M’ fasab/ st nt no2. doc

Property, Plant, and Equi pnment (PP&E)

For control purposes, PP&E is separated into two
types: (1) accountable and (2) non-accountable PP&E. A
PP&E item is accountable property when it is formally
assigned to an individual and officially recorded in

t he agency:s books. Policies regardi ng accountable and
non- account abl e property are established in the
Department:s Personal Property Managenent Manual

For accounting purposes, PP&E includes all real and
personal property that has been capitalized. Proper
di scl osure, such as the basis of property val uation
and the total amount of fully depreciated assets, is
needed.

Al'l general PP& with an initial acquisition cost of
$25,000 or more and an estimated service life of two
years or greater, nust be capitalized and reported in
the financial statements. If cost information is not
avai l able, the estimated fair market value at the tine
of acquisition shall be recorded. Any exception to
this policy on capitalization threshold (of $25, 000)
shoul d be supported by anal ysis and docunentati on, and
submtted to the Deputy CFO for approval.

If, in a given period, aggregated costs of bul k-
purchased itens individually costing | ess than $25, 000
woul d be distorted when charged to expense; such itens
shoul d be grouped by category, capitalized, and
depreci ated over the useful life of the itens.

a. Structures, Facilities, and | nprovenents

The amount for structures and facilities,

i ncludi ng buildings, structural components (such
as air conditioning and heating units and any
capital inprovements nmade thereto), nonunents,
statutes, and nenorials. Anmounts include the
capitalized costs of |easehold inprovenents made


http://www.osec.doc.gov/ofm/acctg/sffas-2.pdf
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to facilities occupied by the Federal Governnent
as the | essee.

ADP Sof t war e

The capitalized amunt of internally devel oped or
commercially acquired ADP software.

SFFAS No. 10, Accounting for Internal Use Software
requires the capitalization of the cost of

i nternal use software whether it is commercial -

off-the shelf (COTS), contractor-devel oped or

Internally devel oped. For further information,

refer to

http://ww. fi nancenet. gov/fi nancenet/fed/fasab/pdf/fasabl0. pdf

Equi prment

The anmount of equi pnment such as nachi nery,
autonoti ve equi pnment, ADP equi pnent, and ot her
non- expendabl e equi pnment and furniture that has
been capitalized.

Assets under Capital Lease

Assets under Capital Lease shall be recorded at
fair market value and depreciated over their useful
life if (1) the |l ease transfers ownership fromthe
| essor to the Departnment by the end of the |ease
term or (2) the |lease contains an option to
purchase the | ease property at a bargain price.

Ot herw se, Assets under Capital Lease, including
Leasehol d I nprovenents nust be depreci ated over the
life of the | ease term Amounts due under the

| eases need to be reported in the liabilities
section of the bal ance sheet. Footnote disclosure
of details relating to capital and operating | eases
needs to be provided. See SFFAS No. 6, "Accounting
for Property, Plant, and Equi pnent”, Sec. 20.

O her

Al'l other ampbunts pertaining to fixed assets that
have been capitalized. The nature of any type of


http://www.financenet.gov/financenet/fed/fasab/pdf/fasab10.pdf
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property conprising nore than 25 percent of the
total amount reported for this category, and in
excess of $100, 000, needs to be identified and

properly disclosed.

Construction-in-Progress

The anmounts associated with constructi on of PP&E.
As constructed assets are placed in service, the
construction-in-progress costs should be
transferred to the proper asset account.

Land

The amount for | and and permanent i nprovenents to
the | and.

Al | owances

The total amount of accunul ated depreciation and
anortization for the total PP&E categori es.

The follow ng table provides the standard usef ul
life for each asset category:

St andar d
PP&E Cat egory Useful Life
Land, land inprovenents, and |l and rights N A
Structures, facilities, and inprovenents:
Bui I di ngs 40 yrs
| nprovenents 15 yrs
Laboratories, Structural conponents 50 yrs
Laboratories, Non-structural components 25 yrs
Furni ture and equi pnent
ADP equi pnment 3 yrs
Furniture & Fixtures 5 yrs
Mot or Vehi cl es 5 yrs
Construction in progress N A
ADP sof t war e 5 yrs
Assets Under Capital Lease see Sec.
(incl leasehold inprovenents) 6.07(d)
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St andar d
PP&E Cat egory Useful Life

O her PP&E det er m ned
by bureaus

For further details refer to SFFAS #6, "Accounting for
Property, Plant, and Equi pnent” at the foll ow ng
I nt ernet address:

http://ww. osec. doc. gov/ of n fasab/ f asab6. doc

St ewar dshi p PP&E

Stewardship PP&E is assets that physically resenble
those of general PP&E traditionally capitalized in
financial statements. However, because of the nature
of these assets and the difficulty in valuating and

mat chi ng costs with specific periods, supplenmentary
stewardship information is required to account for the
Government:s oversi ght of these resources. Stewardship
PP&E i ncl udes:

a. Heritage assets, such as Federal nonunents and
menorials and historically, or culturally
significant property;

b. Federal m ssion, such as space exploration and
mlitary weapon systens; and

c. Stewardship land, |and not acquired for or in
connection with general PP&E.

For further information, refer to SFFAS No. 8,
"Suppl enentary Stewardship Reporting"”, at the follow ng
| nt ernet address:

http://ww. osec. doc. gov/ of m fasab/ fasab8. doc

| nt angi bl e Assets

Intangi bility denotes a | ack of physical or substance.
Exanpl es of intangi ble assets include: patents,

copyrights, franchi ses, organization costs, etc. The

cost of intangible assets should be anortized over


http://www.osec.doc.gov/ofm/acctg/sffas-6.pdf
http://www.osec.doc.gov/ofm/acctg/sffas-8.pdf
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their estimted economic life, not in excess of 40
years.

O her Assets

The total of all other assets that are not included in
any of the previous classifications. The nature of any
types of assets which conprise nore than 25 percent of
the total amount reported for this category, and in
excess of $100, 000, needs to be identified and properly
di scl osed.

7.0 Transfers of Assets within the Federal Gover nment

.01

.02

. 03

Non- Monet ary Exchange

For non-cash transfers or other than normal operations
of business-like activities, the transferee (gaining
agency) should record the value of an asset received by
i ncreasing the asset and equity accounts by the net
book value on the transferor's (losing agency) records.
Thi s applies whether the exchange was bil ateral or
unilateral. A given asset is recorded by reducing the
asset and equity accounts by the net book val ue of the
asset. No gain or loss is recognized by either agency.

For further details, see SFFAS No. 7, "Accounting for
Revenue and Ot her Fi nancing Sources", Secs. 344-345,
356-360 at the follow ng Internet address:

http://ww. osec. doc. gov/ of n’ fasab/fasab7. doc

Monet ary Exchange

Sal es of assets are covered in SFFAS #7, "Accounting
for Revenue and Ot her Financing Sources", Secs. 294-296
at the follow ng Internet address:

http://ww. osec. doc. gov/ of n’ fasab/fasab7. doc

Busi ness-1i ke Activities

The provisions of 7.01-.02 above do not apply to sales
or other transactions that occur in the nornal
operations of a business-like activity (e.g., revolving


http://www.osec.doc.gov/ofm/acctg/sffas-7.pdf
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funds). However, it does apply to transfers of
property that are not part of the normal operation of
such business-like activities.

For further details refer to SFFAS #6, "Accounting for
Property, Plant, and Equi pnent", Secs. 24-25, at the
follow ng I nternet address:

http://ww. osec. doc. gov/ of N’ fasab/ f asab6. doc

Section 8.0 Donated Assets

Donat ed assets are unilateral transfers of assets from parties
not related to the Federal Governnent. Donated assets should
be recorded at the fair market value plus any costs incurred to
pl ace the donated item(s) in use. See SFFAS No. 7, "Accounting
for Revenue and Ot her Financing Sources", Secs. 258-259.

Section 9.0 Assets Held by Award Reci pi ents

When an entity holds title to assets acquired by an award
recipient (usually a grantee), appropriate property records
shal | be established, and the capital assets should be included
in the financial statenents. Such assets shall be recorded at
their cost to the award recipient, and the equity account shal
be increased by a |ike anmobunt. Normal depreciation practices
are to be foll owed.


http://www.osec.doc.gov/ofm/acctg/sffas-6.pdf

